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29 Marun 1955

HEMORANDUM FORs CI/0A

SUBJRCT Request for Cancellation of the Operstional Clearance
on Armo SC

1. It is requested that the opefauonal clearance granted by the
then II/SA/0S on 20 Deosmber 1950 for use of Arno Schols be cancelled.

2. Arno Cchole wae the Frincipal Agent of EP Division “roject TPOASIS
approved by 2DPC on 21 February 19L9. Under TPUASIS CIA subeidited the
production and clandestine hast Zone distribution of tio specirl weekly
editions of Scholz's deily - est Zerlin newepsper, Der Telegraf. In
Septesber 1954, sfter evidence had teen discovered indicating thet key

. TPOASIS agent ~ersommel hed misspprupristed considerstle project funds,
the Cer=an #ission initiated sn invertigation ic detcrmine the extent of
the fraud and those individuale responsidble fTor it,

3. Documentary evidence ctteined Zuring the inveetigation shoved
that from approximstely July 1952 through August 195k Arno 3Scholz had
given- the project case officer frlse production and distribution figures
for the two (TA-supported weekly newspapers. On the taeis of these
falge fisures CTA had naid Schole for services which he had not rendeved,
The evidence ovtained also coavinoingly showed *hat Arno Scholz and his
assistant Werner iieke were both fully sware of and responsidle for the fraud,

L, The TPOASIS investigation was concluded by a reeting with trmo
Echols in Tonn on 3 February 1955. 4t this meetipg Schole was informed
thet he was held perconslly resconsible for felsifying the osroduetion
and distribution figures of the two weekly editions of Der Telegraf, Schols
reiterated the itiop he had maintained throughout the investigation -
nawely, thet (a) he had not been avsre that the production sad distribu-
tiop figures of the two weekly editions, which were supplied him by ‘ierner
Niske, were incorrect until the (:i investigation wes initiated in September
19543 (v) all funds farnished him by CIA were ased to carry out aniie
Commumiot activities in the bast Zone, and (c) peither he nor sny of his
associates hod benafited financislly from the Geception, as the total coste

of the Zast .ons sctivitise carried out by his organiseiion were greatexr

than the support furnished by CIA, Schols was informed that all support
of his activities would be terwinated,

Se Since the terwination of Project TPUASIS ends ull direct contact
with Arno Schols it is requested that his clearance be cancelled,
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